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Centlemen:

Ve have considered your application for recognition of exemp’ ‘-a from
Taderal income tax under section 501(e)(7) of the Internal Revenue Code.

The information submitted indicates that were ed to represent
the homeowners of area of the
I o=bds to . Tecreaticn and civic

activities. The sections' present mansgement is under the homeowners
association vhere votes are controlled by the builders until all the
lots are sold, and the civie slud was formed to monitor that organisa-
tion and represent the members in matters which affect them as local

homeowners. Qualification for members in the tion requires
ownership of a lot in
. You will signs s in respeet to neighbor-

hood wateh, and refreslments at meetings.

Your membership dues sre Mo per houseold. You have recetved SHEE
in donations from members for the purpose of financing an attack on

the change of restrictive covenants and conditions by the developers as
« Expenditures are expected to be for legal

fees, costs of meetings, and costs of prepsration of letters, materinls,
ete.

Your Constitution states that your purposes are to msintain the residen-
tial character of the community which this clud represents; to safeguard
the Individual and collective property owners; to encourage improvements
in the appearance of the homes and properties; to promote wholesome
social and recreational activities for the adults and children; and to
take concerted asecion on all mstters which pertain to the welfare of the
coummnity. Membership in the clud will be limited to residents within
wvho have paid annual dues.
Paid members are allowed ome vote per owned lot. Builders who owm
vacant lots or homes that have not been 2014 to resideats cannot vote in
the Civie Clud. '
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Your nawslettars indigate that ypu provide soeial and nuuuoul
programs, ingluding the plasnfag of & Bwimaing pool and temnis court for
the use and denefit of m,-bcs. ‘ -

-

m:mm(c)mummmwomaqmma‘

"Clube orgsaised for pleassrs, recrestion and other nomprofitable
puzposas, sudetantially all of the astivities of whick ar¢ for sueh -

purposes and no part of the net earaings of whis) fmares to the '
benafit of sny private sharsholder;” -

‘Seation 501(e) of the Code deserides certaia : um cn-pt from

Yederal incoms tax wndar sestion 501(a) and ze pm. as £ono|m |

"(7) Clude organised for pleasurs, rurnun. dmw
profitadle purposes, ‘substantially all of the agtivitiss of whigh

n.!umhmmdmmo!thutdﬂiu.duhﬂh
inures to the bemefit o!nypﬂnu

Revenue Ruling 73-434, 1975-2 C.B. 214, Wo that a clud whose memder-
ship is limited to homeownsrs in a housing development and that provides
zecreational fagilitiss that afford opportunities for fellowship snd
soeial eoomingling is exampt fxoa Federal income tax under sectiom -
SOl(c)mofth.cod- However, maintaining the residential character
of the commmity, the property owners, encouraging improve-
unuhth.wo!- mumm,um
signs asl magerials-in respest ‘€0 :ighborhood wateh preclndes you from
qmum:nmunmnamsou.)mumwm

Some homacwmer sssociations are abdle to quuty for exemption under

section 501(e) (4) of the Internal Revemue Code, which deserides organisza-

tions that are engaged in promoting tha general welfsre of the eommmity.
These organisations sust be serving s publis rathex then & peivate
interest.

Revenue Ruling 74-~99, 1974-1 C.3. 131, generslly holds that a homeowner

association to quelify for exemption undexr sestion 501(e¢)(4) of tha Code .

(1) must sexve s "community” whish bears s ressenably resognisadle
relationship to an area ordinarily identified as govermmemtsl, (2) 1t
must not conduct activities dirested to the exterior maintensncs of
private residences, snd (3) the cosmon sreas or facilitiss it owas and

maintains must be for the use and enjoyment of the general pudlis, wot
just for members and their guests.

Based on the information presented, wve have cooeluded that youw do not
qualify for exsmption undex- sestion 501(ec)(7) ox S0L(e)(A) of the Code.
As indicated in your spplisation and organisaticusl documents, your main
intent snd purpose is to benefit your members.
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oot entitled to exsmption from
(c)(‘l) 301(e) (8) of the Code and
returns on Form 1120,

3,,.
g

mm.uumm
mwwﬂcm
are required to file ¥

you

As a homeowners associatien, yuuyqnduy!orcrumnt-‘umu.
528 of the Code. “You may elest sich treatment for 1982 by filing Form -
1120-2 on or before the 15th day of thsrdmhdtutb_dotm
mtmmhd *

Eﬁ

the date of this lstter, ¢ umxmnwy the .facts, 1aw, ‘
end axgwment that ¢lesrly sets’forth your position. If yew desire an
uudwmo:mm.pmumum-ummuc. The
enclosed Pudlication 892 gives instruetioms fer filing a protest.

If you do nmot fils a protest with this office within 30 days of tha date
of :mrqmnmm.mnwumemmxmsm

I!mmum:mmhcm'ndowcﬂabu f1le » written

protest, please sign and return Form 6018 in the enclosed. uuM
envalope as soon as possible. ~

Sincerely, h "-j;

]
Asting Distrist Dixector

Enelosures:
Publication 892
Publication 388
Yoxra 6018 (2)
Foxrm 1129-H





